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OEEC Agreement for Intra-European Payments and Compensations 


On October 16, the Council of OEEC, apart from 
recommending a distribution of American Aid (see this 
News Survey, Vol. I, No. 17, October 21, 1948, p. 138), 
approved an Agreement for Intra-European Payments and 
Compensations, of which the following are the main 
provisions: 

(1) Compensations of payments agreement and other 
balances outstanding between central banks or other 
monetary authorities of the Contracting Parties will be 
effected at the end of each month through a Compen- 
sation Agent, the BIS. So-called “first category compen- 
sations” (i.e., compensations which have no other effect 
than to reduce existing balances) will be effected without 
the previous consent of the parties concerned, except if 
they relate to balances involving Switzerland and Portu- 
gal. “Second category compensations” (i.e., compensa- 
tions resulting in the incréase of a balance or the forma- 
tion of a new one) require the previous consent of the 
parties. The Contracting Parties, however, while not bind- 
ing themselves to accept second category compensations, 
express their intention of cooperating fully to facilitate 
any reasonable proposals submitted for such compensa- 
tions. Gold or foreign currency settlements falling due 
in the course of a month under existing payments agree- 
ments will be postponed until after the compensations 
for that month. 

(2) Estimates of the bilateral deficit on current ac- 
count between each pair of OEEC countries during the 
year July 1, 1948 to July 1, 1949 and of the “existing 
financing resources” have been agreed upon. The total 
estimated creditor and debtor positions with other OEEC 
countries are as follows: 


Creditor Positions Debtor Positions 
(millions of U.S. dollars) 
Austria 
Belgium 
Denmark 
France 
Greece 
Italy 
Netherlands 
Norway 
Sweden 
Turkey 
United Kingdom 
Germany: Bizone 
Germany: French Zone 
Total 
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810.4 


The “agreed existing financing resources” are (a) 
Greece’s sterling holdings to the equivalent of $13 mil- 
lion, (b) Italy’s sterling holdings to the equivalent of 


$45 million, and (c) the Bizone’s holdings of Swedish 
kronor to the equivalent of $9.8 million. These resources 
will have to be exhausted prior to any financing under 
the new agreement, but this is not true for other financing 
resources, including credit facilities still available under 
current payments agreements. 

The “agreed estimates” make it possible to use ECA 
aid for financing intra-European payments in the fol- 
lowing way: A country will receive “conditional ECA aid” 
up to the amount that it is estimated to be a creditor to 
other OEEC countries, on condition that it establishes 
for these countries total drawing rights in its own cur- 
rency equal to its estimated creditor position. Likewise, 
a country will receive, as indirect ECA aid, drawing 
rights in the currency of its creditors up to the amount 
that it is estimated to be a debtor. Thus, in order to 
arrive at the net ECA aid, which measures the addition 
to real resources—not counting the benefit for net credi- 
tors on European account of having surpluses with other 
OEEC countries converted into dollars—the amounts of 
ECA aid recommended by OEEC for each country, de- 
signed to cover its Western-Hemisphere deficit, will have 
to be reduced by the amount of its estimated total credi- 
tor position and increased by the amount of its estimated 
total debtor position in relation to other OEEC countries. 

A country will place the drawing rights granted to 
other countries at the disposal of the Compensation Agent 
at its request as soon as the equivalent sum of “condi- 
tional aid” is “firmly allotted” to it by ECA. The under- 
standing is that ECA will simultaneously be notified by 
the Agent so that firm ECA procurement authorizations 
may be made immediately. The Agent will use these 
funds to cover the actual monthly deficit of the preced- 
ing month between pairs of OEEC countries if the 
“agreed existing financing resources” of the debtor in 
the currency of the creditor are inadequate. The Agent 
may further use such currency to effect compensations. 
There is no obligation upon the debtor country to repay 
the creditor any currency received under drawing rights. 

(3) The OEEC Council will make recommendations to 
ECA regarding the revision and redistribution of draw- 
ing rights. Under this provision, some transferability of 
drawing rights and conditional aid could be expected. 
If, during the course of the Agreement, a debtor proves 
that it cannot use drawing rights against a creditor al- 
though it has made all reasonable efforts to do so, the 
Council may recommend that the drawing rights be exer- 
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cised against another creditor. It is understood that in 
such a case the equivalent amount of “conditional aid” 
could be transferred to the new creditor. If a creditor 
satisfies the Council that part of the drawing rights it 
has established for a debtor need not be used for the 
purposes for which they were intended—e.g., if the spe- 
cific movement of goods they were intended to facilitate 
is impossible—the Council may recommend that those 
drawing rights be canceled or shifted. Appropriate bodies 
to deal with such cases shall be established by the Council. 

Drawing rights not used before the termination of the 
Agreement are not to be canceled, but are to be carried 
over to the next period. OEEC will then have to decide 
upon the fate of the “conditional aid” granted to the 
creditor. 

(4) Not more than 75 per cent of the drawing rights 
established for the year ending June 30, 1949 will be 
made available and used for the compensations of the 
nine months ending March 31, 1949. Gold and foreign 
currency settlements made on or after October 1, 1948— 
because at the time of payment the drawing rights estab- 
lished in favor of a debtor were not yet available—will 
be repurchasable at the request of that debtor as the 
drawing rights become available. The Agreement will 
remain in force until the completion of the compensa- 
tion for June 1949. Not later than May 1, 1949, the 
Contracting Parties will consider how the Agreement has 
worked and whether it shall be continued. The present 
Agreement terminates the First Agreement for Multilat- 
eral Monetary Compensation of November 18, 1947, as 
from the completion of the compensations in respect of 
September 1948. 

Source: Organization for European Economie Coopera- 
tion, Agreement for Intra-European Payments 
and Compensations, Paris, France, October 16, 
1948. 


EUROPE 


British Electricity Loan 


The British Electricity Authority has issued £100 mil- 
lion of 3 per cent stock, dated 1974-77, at a price of 
99¥,. The stock carries a Treasury guarantee. The lists 
were open for one day and it is understood that the 
stock was fully subscribed. The funds are required to 
repay temporary borrowing for capital equipment and 
to provide working capital. This is the first issue for 
cash made by any of the nationalized industries. 
Sources: The Times, London, England, October 20 and 

22, 1948; The Economist, London, England, 
October 23, 1948. 


Capital Transfers Between French 
North Africa and France 


An executive order issued by the Resident General of 
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Morocco, in execution of the law of October 14, 1948, 
sets limitations on the transfer of capital and securities 
between Morocco and other countries, including France. 
The following rules will be applied to all such transfers 
beginning October 20, 1948, except that transfers be- 
tween Algeria and Tunisia and Morocco are not subject 
to limitations. 

(1) All foreign capital entering Morocco must be de- 
posited in a special account at the Moroccan Treasury or 
at any one of a number of approved banks. All new ac- 
counts opened either at the Moroccan Treasury or at an 
approved bank by persons residing abroad, or by a com- 
pany or society having its main office abroad, will also 
be treated as special accounts. 

(2) All securities transferred from abroad, and all 
securities deposited in approved Moroccan banks by per- 
sons residing abroad or by companies or societies with 
their main office abroad, must be deposited in a special 
account. 

Previous authorization by the Director of Finance of 
Morocco is required for payments out of the special 
accounts. 

Temporary limitations have also been placed on a 
number of other transactions, e.g., (a) purchase of real 
estate and good will; (b) purchase of Moroccan securi- 
ties or purchase in Morocco of French Treasury bonds; 
(c) participation in Moroccan companies. These tempo- 
rary limitations apply only to transactions by or for 
persons residing outside Morocco or by or for companies 
having their main offices outside Morocco. The authori- 
zation of the Director of Finance is also required for 
these transactions. 


Source: Le Monde, Paris, France, October 23, 1948. 


Belgian-Swiss Trade Agreement 

Under a recent trade agreement between Belgium- 
Luxembourg and Switzerland, Belgium’s imports from 
Switzerland are to reach the equivalent of $78 million 
in the next twelve months—a 10 per cent increase over 
last year. Machinery and apparatus will comprise 30 
per cent of the total. Import quotas for the textile and 
shoe industries have been increased, and imports of 
watches are to rise from $4 million to $7 million. 
Source: The Financial Times, London, England, October 

4, 1948. 


Trade Agreement Between 
Denmark and Argentina 

Denmark and Argentina are presently negotiating a 
trade agreement, which is reported to provide for trade 
of some 45 million kroner each way. It is expected that 
it will later be supplemented by special agreements. Den- 
mark will probably receive mainly fodder, although other 
goods, such as quebracho, oils, and wool are also men- 
tioned. Argentina will import chiefly machinery, al- 
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though later she may receive some fishing boats. Prices 
still have to be fixed, but it is said that oil cakes have 
been reduced in price from $115 to $89 per ton. 


The current negotiations are also reported to be con- 
cerned with the creation of a free port for Argentina in 
Copenhagen, and the organization of a Danish-Argentine 
corporation, with a capital of 14 million kroner ($3 mil- 
lion), to operate this free port. Whether the corporation 
will rent space, or whether it will construct a separate 
free port, where it could operate its own quays and ware- 
houses, is under discussion. Such a project would require 
an area of some 80,000 square meters. 

Sources: Newe Zuercher Zeitung, Zurich, Switzerland, 
September 18, 1948; Borsen, Copenhagen, Den- 
mark, September 24, 1948. 


Norway's Four-Year Recovery Program 


Details now released concerning the four-year economic 
program of Norway (see this News Survey, Vol. I, No. 17, 
October 21, 1948, p. 135) indicate that the program pro- 
vides for a total increase in production of some 15 to 
20 per cent. 


In agriculture, the plan aims at a grain crop in 1952- 
53 the same as before the war, while the production of 
milk and meat will be increased beyond the pre-war 
level. With new equipment, the fish catch is expected to be 
about 40 per cent above prewar; the bulk of the increase 
will be herring. By 1952-53, iron ore production will 
reach the prewar level of 1.5 million metric tons; iron 
and steel output will be increased by some 250 per cent 
above the 1938 level; nitrogen production will be 
doubled; and the production of paper, paper pulp, and 
cardboard will be increased, although scarcity of raw 
material will hinder any major increases. Only improved 
utilization of the present labor force, which is already 
fully employed, and a rationalization program can solve 
the problem of labor productivity. 


The largest investments, NKr 6.4 billion or 38 per 
cent of the total gross investment, will be in communica- 
tions. Of this, NKr 3.7 billion will be in ships. Govern- 
ment officials believe that the prompt restoration of Nor- 
way’s merchant marine will produce the greatest and 
most immediate results for solving the balance of pay- 
ments problem. A fleet above prewar size is considered 
necessary if a contribution to the balance of payments 
is to be made comparable with its prewar earning ca- 
pacity. Fleet earnings have not risen proportionately 
with present prices of imported goods, and tentative esti- 
mates regard as necessary a fleet of 5.6 million gross 
registered tons by the end of 1952, or 0.8 million tons 
larger than in 1938. 


Other important gross investments will be in agricul- 


ture (NKr 1.2 billion), fishery (NKr 0.6 billion), indus- 
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try (NKr 3.0 billion), power plants (NKr 0.7 billion), 
and housing (NKr 2.3 billion). The investment program 
is based on various assumptions, such as an annual do- 
mestic net saving of NKr 1.25 billion, or about 50 per 
cent more than in 1948. The remaining investments of 
some NKr 4 billion will have to be financed by foreign 
credits. 

Sources: The Ministry of Commerce, St. meld. (Report 
to the parliament), Oslo, Norway, No. 54, Sep- 
tember 24, 1948; Royal Norwegian Information 
Service, News of Norway, Washington, D. C., 
October 23, 1948. 


Greek Bank Rates 


The Greek Currency Committee is reported to have 
fixed at 12 per cent the maximum annual interest rate 
which banks are allowed to charge on loans and ad- 
vances. An additional commission of 4 per cent per 
annum is permitted where supplementary services are 
provided. 

The maximum legal interest rate in force since August 
1946 has been 10 per cent, but, in view of the probability 
that this limit has often been evaded, the new maximum 
rates, if effectively enforced, may be expected to bring 
a reduction in the cost of money. 

Sources: New Economy, Athens, Greece, August and 
September 1948. 


Polish Foreign Trade 


Poland’s exports for the first half of 1948 amounted 
to the equivalent of $223 million and imports to $260 
million (reparations not included). Exports and im- 
,ports in the corresponding period of 1947 were $97 
million and $108 million, respectively (excluding UNRRA 
and reparations). 

Trade with the four most important countries in the 
first six months of 1948 is indicated below. Next in im- 
portance were Denmark, Sweden, and Norway. 


Exports 


Imports 
Millions 


Per Cent Millions Per Cent 

of Dollars of Total of Dollars of Total 
37.6 16.9 75.0 28.8 
20.3 9.1 24.0 9.2 
(not recorded) 23.1 8.9 
16.8 7.5 20.4 7.8 


Source: Polish Research and Information Service, 


Biuletyn, New York, N. Y., October 20, 1948. 


U.S.S.R. 

Czechoslovakia 
United States 
Great Britain 


Czechoslovakia’s Five-Year Plan 


A Bill dealing with Czechoslovakia’s Five-Year Plan to 
be put into effect on or before January 1949 was sub- 
mitted to Parliament on October 7. The objective is the 
development and rebuilding of the economy and an 
increase in the standard of living. This is to be attained by 
an increase in national income from some 210 billion 
korunas in 1948 to 315 billion korunas in 1953, i.e., at 
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the rate of 10 per cent per annum as against some 3 
per cent before the war. 

Production is to be gradually increased so that the 
gross value of industrial production will rise from 288 
billion korunas in 1948 to 454 billion in 1953. Produc- 
tion of capital goods is planned to increase by 66 per 
cent and of consumer goods by 50 per cent. Handi- 
craft production is to rise from 49 billion korunas to 59 
billion; agricultural production from 76.3 billion korunas 
to 105 billion (including livestock production which is to 
increase by 86 per cent, from 26.8 billion korunas to 
49.8 billion) ; gross value of production in forestry will 
amount to 18.8 billion korunas, and construction to some 
46 billion korunas, in 1953; transportation capacity is to 
be raised by 40 per cent. 

The number of working people is to increase by 5.6 
per cent over that in 1948; employment in industry 
(handicraft not included) by 18.5 per cent, in construc- 
tion by 53 per cent, and in transportation by 30 per 
cent. The agricultural labor force would be 5 per cent 
less than in 1948. 


Labor productivity is to be raised by 32 per cent in 
industry; by 20 per cent in agriculture and forestry; by 
54 per cent in construction; and by 30 per cent in trans- 
portation. Investments are forecast at 336.2 billion 
korunas, which includes 28.6 billion for social and cul- 
tural pruposes. In general, foreign trade is to be increased 
gradually so that its volume in 1953 will be higher than 
in 1948 by some 40 per cent. All these value estimates are 
based on the planned fixed prices of January 1, 1948. 
Source: Hospodar, Prague, Czechoslovakia, October 7, 

1948. 


Bulgarian Interest Rates 


The National Bank of Bulgaria is reported to have 
reduced the official discount rate from 4.5 (in force 
since January 1946) to 3.5 per cent. Maximum rates have 
also been fixed at 5.5 per cent on bank loans and at 
4.5 per cent on bank deposits. 


A rate of 3.5 per cent is to be charged on discount 
operations (on bank bills, obligations, bonds issued or 
guaranteed by the Government, drafts on foreign cur- 
rency payable abroad) as well as on loans extended to 
enterprises, farmers, and private individuals, irrespective 
of guarantees. Interest rates on creditors’ and deposit 
accounts vary from 0.5 (on all deposit accounts of pri- 
vate, local, and foreign banks) to 4.5 per cent (on 5-year 
deposits as Well as on those owned by orphans, persons 
under age, etc.). The interest rates charged by the In- 
vestment Bank of Bulgaria for long-term loans have been 
fixed at from 2.5 to 3.5 per cent. Other banks are not 
allowed to charge more than 5.5 per cent on loans to 
private individuals, small farfiiers, artisans, etc. 

Source: Free Bulgaria, Sofia, Bulgaria, September 1, 
1948, 
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MIDDLE EAST 


Egypt's Rice Exports 

Egypt's rice crop, which averaged 33 million bushels 
in 1935-39, is estimated this year at 56 million bushels. 
A large surplus will be available for export, which, it is 
hoped, will be sold against hard currencies. Already the 
Philippines have contracted to buy 72,000 tons against 
payment in U.S. dollars. 
Source: Al Ahram, Cairo, Egypt, October 10, 1948. 


Turkey’s European Trade and Payments 

According to the OEEC intra-European payments 
scheme, Turkey’s payments with other ERP countries 
(excluding Switzerland and Portugal) during the year 
ending June 30, 1949 will produce the counterpart of 
$28.5 million of credits and $8.8 million of debits, thus 
resulting in a net credit balance of $19.7 million to be 
compensated by ECA grants. The estimated credits and 
debits, in millions of dollars are: 


Credits 
Denmark 4 
Greece 13. 
Norway ; 
Germany: Bizone 12.0 


Debits 


Netherlands 
Sweden 


“ Germany: French Zone 1.5 


Turkey has reserved the right to revise these estimates, 
and additional concessions will probably be requested 
from the Western countries. 

During the first six months of 1948, Turkey’s trade with 
the above countries resulted in $6.4 million of credits and 
$15 million of debits. Greece accounted for almost 80 per 
cent of the credits ($5 million), while Italy’s share in 
the debits was more than 50 per cent ($8 million). 

Turkey has negotiated a new trade and payments 
agreement with Italy and has also reached an agreement 
to export products valued at about $30 million to the 
German Bizone. These will include tobacco ($10 million), 
cotton ($9 million), grain ($3.2 million), and other mis- 
cellaneous items ($7.5 million). 

The payments agreement with Poland, which became 
effective August 1 (see this News Survey, Vol. I, No. 8, 
August 19, 1948, p. 60), provides that deposits into 
and payments from the accounts opened in each country 
(Central Bank of Turkey and National Bank of Poland) 
will be made in the respective national currencies, but 
that these accounts will be designated in U.S. dollars. 
At the expiration of the agreement, which is valid for one 
year, the debtor country will settle its obligation by ex- 
porting merchandise during the succeeding six months. 
Any balance remaining after the end of the six-month 
period will be settled in free exchange. 

As of August 1, the balance of the Polish account at 
the Central Bank of Turkey, which was opened in ac- 
cordance with the protocol of October 12, 1940, was 
credited to the new account. 

Sources: Office Central de Statistique, Statistique Men- 
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suelle du Commerce Exterieur, Ankara, Turkey, 
June 1948; The Financial Times, London, Eng- 
land, October 12, 1948; U.S. Department of 
Commerce, Foreign Commerce Weekly, Wash- 
ington, D.C., October 16, 1948; Turkish In- 
formation Office, News from Turkey, New 


York, N.Y., October 28, 1948. 


lraqi Currency Control 


According to a recent report, control of the Iraqi 
currency, hitherto exercised by the Currency Board of 
London, will be transferred to the recently established 
National Bank of Iraq. This transfer will not involve 
any basic change in the relation of the Iraqi dinar to 
other currencies. 

Source: The Iraq Times, Baghdad, Iraq, September 18, 
1948. 


lran’s Oil Royalties 


A recent law requires the Iranian Government to 
devote for development purposes 40 per cent of its 
receipts from the Anglo-Iranian Oil Company during the 
fiscal year 1948-49. The percentage will be increased 
to 70 per cent during the next fiscal year and to 100 
per cent during the subsequent eight years. 

Source: Bank Belli Iran, Bulletin, Tehran, Iran, March 
1948. 


FAR EAST 


India’s Census of Foreign Investments 


The Reserve Bank of India is reported to be conduct- 
ing a census of foreign investments in India and of In- 
dian investments abroad, thus making possible an assess- 
ment of the magnitude of the “invisibles” in India’s bal- 
ance of payments. 

Source: The Eastern Economist, New Delhi, India, Oc- 
tober 8, 1948. 


Monetary Situation in Pakistan 


The State Bank of Pakistan reports that for the week 
ended August 20 notes in circulation increased to 
Rs 809.3 million, compared with Rs 783.8 million a 
week earlier. Notes held in the Banking Department also 
rose, from Rs 34.7 million to Rs 47.0 million, and notes 
issued from Rs 818.4 million to Rs 856.4 million. The 
increase in notes issued was due to the fact that Indian 
notes were not to be legal tender after the end of Sep- 
tember. 

In the Banking Department, Government balances fell 
to Rs 728.0 million from Rs 739.1 million, while pro- 
vincial government deposits remained unchanged, at 


Rs 64.5 million. Banking deposits were Rs 258,7 million, 


153 


against Rs 241.2 million on August 13. Balances held 

abroad dropped from Rs 1,100 million to Rs 952.5 mil- 

lion, possibly as a result of the implementation of the 

financial agreement between Pakistan and Britain. 

Source: Indian Finance, Calcutta, India, September 4, 
1948. 


Shares of Government-Owned Enterprises 
Sold in China 


According to the Bureau of National Treasury of the 
Central Bank of China, shares of the five Government 
enterprises sold up to October 18 in Shanghai, Nanking, 
Peiping, Tientsin, Canton, and the island province of 
Taiwan were as follows: China Textile Corporation, 
GY$2,973,000; Taiwan Sugar Corporation, GY$1,276,- 
600; Taiwan Paper Corporation, GY$115,600; China 
Merchants Steamship Navigation Company, GY$50,500; 
and Tientsin Paper and Paper Pulp Corporation, 
GY$4,000. 

These are among the state-owned or state-operated 
enterprises which were to be transferred to private own- 
ership in accordance with the February 1947 Economic 
Emergency Measures. The proceeds from such sales as 
well as the stock remaining to be sold are pledged as 
secondary reserves against the issue of the new Gold 
Yuan (see this News Survey, Vol. I, No. 9, August 26, 
1948, p. 65). 

Sources: Chin Yung Jin Pao, Shanghai, China, Septem- 
ber 17, 1948; Chinese News Service, Press Re- 
lease, New York, N.Y., October 26, 1948. 


Indonesian Foreign Trade 


It is officially estimated that trade between the Neth- 
erlands and Indonesia in the twelve months October 1, 
1948-October 1, 1949 will be 50 per cent higher than 
in the previous year. Exports from Indonesia to the 
Netherlands, estimated at the equivalent of $115 million, 
consist mainly of fats and other raw materials. Exports 
from the Netherlands are estimated at $95 million; $30 
million of this total represents textiles. 

Het Financieele Dagblad also reports that total exports 
from Indonesia in the year beginning July 1, 1948 are 
estimated at $360 million and imports at $480 million. 
The deficit will be partly covered by grants and loans 
from the Economic Cooperation Administration. 
Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, October 21, 1948. 


Philippines Establish Import Controls 


Philippine import controls affecting luxuries and non- 
essentials were expected to become effective on or about 
November 1, 1948. Selection of a percentage base by 
which such imports should be reduced has been under 
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discussion for several weeks. Each commodity has been 
given separate consideration, with the Technical Com- 
mittee of the Import Control Board consulting interested 
members of the business community. On September 28, 
the Secretary of Commerce, who is Chairman of the 
Control Board, indicated that the maximum quota for 
each category to be controlled would be based on pre- 
war average imports, plus 20 per cent for increased 
population. Ten per cent of the total quota would be 
reserved for new traders, and the remainder allocated 
in proportion to actual imports during the period from 
January 1, 1946 to September 30, 1948. 

Imports into the Philippines of all luxury items during 
1947 were valued at 247 million pesos, according to 
the Secretary, who cited the following figures for certain 
luxury items, indicating the necessity for controls: 


Item 


1940 1947 
(thousands of U.S. dollars) 
2,0 500 


Passenger automobiles J J 
Jewelry 200 
Toilet preparations 850 
Beverages 650 


1,150 

4,750 

8,300 

Source: U.S. Department of Commerce, Foreign Tariffs 
and Trade Controls (mimeographed), Washing- 
ton, D.C., October 18, 1948. 


UNITED STATES AND CANADA 


ECA Loans to European Countries 


ECA has recently signed nine loan agreements, total- 
ing $475 million: $170 million for France, $80 million 
for the Netherlands, $60 million for Iceland, $50 million 
for Italy, $35 million for Norway, $30 million for Tur- 
key, $25 million for Denmark, $15 million for the Neth- 
erlands Indies, and $10 million for Sweden. Previously, 
the only loans agreed upon were $2.3 million for Ice- 
land, signed on July 22, and $310 million for the United 
Kingdom, signed on October 26. On October 27, ECA 
suspended the issuance of procurement authorizations 
to those countries with which loan agreements were 
being negotiated and stated that when the loans were 
signed aid would be resumed. 


For the nine new loans the interest rate is 24 per 
cent; interest payments are to begin in 1952, and prin- 
cipal repayments in 1956. The loans have a 35-year 
maturity date, except that to the Netherlands Indies, 
which has a maturity of 25 years. All the agreements 
provide for the postponement of interest and principal 
repayments when the borrowing country and the United 
States mutually agree that such postponement is justified 
by adverse economic conditions. Only the loans to Den- 
mark, Norway, and Turkey provide for repayment in 
local currency at an agreed exchange rate. 
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It is expected that in the very near future a loan of 
$50 million will be made to Belgium-Luxembourg. 
Sources: Economic Cooperation Administration and The 

Export-Import Bank of Washington, Joint 
Press Releases, Washington, D.C., October 27, 
28, and 29, and November 2, 1948. 


ECA Release of Counterpart Deposits 


To the releases of ECA counterpart funds, previously 
reported, to Trieste, France, and the United Kingdom 
(see this News Survey, Vol. I, No. 14, September 30, 
1948, p. 111, and No. 16, October 14, 1948, p. 130), 
there have now been added releases to Italy and Greece, 
In Italy, approximately $90 million from funds accumu- 
lated under the interim-aid program has been made 
available, for the restoration of railways, refitting of 
merchant liners, land reclamation, and locust control. 
About $4.5 million has been released in Greece from 
counterpart deposits built up under the interim-aid pro- 
gram; most of this is to be spent on improvement of 
agriculture. The total releases of counterpart funds at 
mid-October were therefore the equivalent of $618 
million. 

Source: Economic Cooperation Administration, Press 


Release, Washington, D.C., October 22, 1948. 


Long-Run Prospects for U.S. Economy 


A report of the U.S. Department of Agriculture deals 
with long-term (1950-54) trends in U.S. agriculture 
under two sets of conditions: (1) continued high levels 
of employment with disposable income at 1948 rates, 
and (2) some declines in employment and prices. If 
productivity per worker continues to increase at the 
rate of 1% per cent per annum, national output by the 
middle of the 1950-54 period will be about 8 per cent 
larger than in 1948. 

Under the first set of conditions, retail prices to con- 
sumers might decline by 10 per cent as transitional dif- 
ficulties gradually disappear, but would still be 50 per 
cent greater than 1935-39. If, however, unemployment 
should reach 9 million, retail prices could decline by 
20 per cent. Although consumers’ income would be 
about 25 per cent below 1948, per capita purchasing 
power would then be one third higher than in 1935-39 
when unemployment was of comparable size. 

The outlook for agriculture also depends on exports. 
At a high level of employment and with a substantial 
volume of agricultural exports, prices received by farm 
ers during 1950-54 might be about 20 per cent below 
1947. Farm income might be down somewhat more 
because of slowly falling costs, although real farm in- 
come would still be about twice that before the war. 
With declines in employment and prices, and a marked 
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drop in agricultural exports, net farm income would be 
oan of F shout two thirds of the 1947 level. 
6: Source: U.S. Department of Agriculture, The Outlook 
nd The for Agriculture in 1950-54, Washington, D.C., 
Joint October 11, 1948. 
ber 27, 
Canada Cuts Steel Imports from U.S. 
According to an October 18 announcement, the Cana- 
dian Government has agreed to limit iron and steel im- 
eviously ports from the United States during the fourth quarter 
ingdom F of 1948 to 200,000 tons. The U.S. has not hitherto 
ber 30, § restricted shipments of iron and steel to Canada, although 
. 130), F limitations have been found necessary for other countries. 
Greece. § The new agreement provides for a reduction of 22 per 
accumu: # cent from the average quarterly level in 1947, or of 
n made F jg per cent from the average quarterly level of the first 
tting of F half of 1948. Structural iron and steel imports will 
control. § be reduced 34 per cent below the 1947 average; iron 
ce from § and steel plates, 26 per cent; galvanized sheets, 24 per 
aid pro- cent; pipe, tubes, and skelp, 11 per cent; and wire, 3 per 
ment of & cent. 
funds at These levels are subject to reasonable margins of tol- 
of $618 FF cance to allow for seasonal fluctuations and incompleted 
contracts. If the Governments agree upon any “special pro- 
n, Press jects,” additional steel will be allocated; appropriate ad- 
, 1948. § justments will also be made when Newfoundland be- 
comes Canada’s tenth province. There is a further 
provision that steel sent to Canada for processing and 
deals reshipped to the U.S. as semi-finished or finished steel 
ure dea ; : : 
, will not be included in the quota. 
rriculture . ; 
gh level Canada is committed, if necessary, to apply further 
AS rates, @ Controls to carry out the reduced import plan. As of 
tices. I{(_ October 25, permits will be required for the importation 
e at the of U.S. made iron and steel angles, beams, columns, 
ut by the girders, etc., i.e., certain types of structural iron and 
per cent steel used chiefly in the construction of large buildings 
and in heavy manufacturing. Canadian industry is ex- 
pected to be considerably affected by the restrictions, as 
Ss to con: ; : ° 
: .¢ @ steel is already in short supply, and allocations are 
ional dif- : 
e 50 per subject to a quota system. 
ployment Sources: Canada, Department of External Affairs, Air- 
aclinn te mail Bulletin, Ottawa, Canada, October 18 and 
want te 22, 1948; The Globe and Mail, Toronto, Can- 
urchasing ada, October 19, 1948. 
n 1935-39 
a es LATIN AMERICA 
substantial 
by farm- 
ent below§ Prospects For ERP Buying in Latin America 
yhat moré# Good crops in the United States and Europe have 
| farm inf reduced ERP buying in Latin America far below the 
» the war. 





predicted level. 





As of October 15, ECA authorizations 
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for Latin America totaled $125 million, with individual 
countries receiving the following (in millions of dollars) : 
Chile 31, Venezuela 26, Cuba 21, Brazil 19, Mexico 15, 
Peru 4, Uruguay 4, Argentina 2, Colombia 1, Nicaragua 
0.8, Paraguay 0.5, Bolivia 0.2, Haiti 0.09, and Ecuador 
0.02. Industrial commodities accounted for $73 million 
and food and agricultural products for $52 million. 

It is believed that these purchases would in any event 
have been made by European countries with their “free” 
dollars, so that ERP purchases are unlikely to make 
possible any net increase in Latin American dollar 


holdings. 


Source: The Journal of Commerce, New York, N.Y., 
October 26, 1948. 


Export-Import Bank Loans in Latin America 


Of the total outstanding Export-Import Bank loans at 
the end of June, Latin American countries accounted 
for 12.4 per cent, or $277 million. Brazil had $93 
million outstanding (of which $38 million was for the 
Steel Plant), Mexico $69 million, Chile $24 million, 
Colombia $20 million, Bolivia $15 million, Uruguay 
$13 million, and Cuba $12 million. During the 36 
months ended June 30, 1948, $240 million of new 
credits was authorized for Latin America, or 8.2 per 
cent of the total new credits extended by the Bank. 

In April 1948 the President requested an increase of 
$500 million in the Bank’s lending power, primarily for 
Latin American economic development. The bill was 
passed by the Senate but not by the House. 

Source: The Export-Import Bank of Washington, Sixth 
Semi-Annual Report to Congress for the Period 
January-June, 1948, Washington, D.C. 


Central Bank For Surinam 


A report on banking in Surinam, written by five Dutch 
experts and published in Paramaribo on October 1, states 
that the time has come to establish an independent bank 
of issue in Surinam. It points out that now that Surinam 
has received political autonomy, the country should have 
the authority to issue its own currency. 

Source: Aneta News Bulletin, New York, N.Y., October 
2, 1948. 


Agricultural Production in El Salvador 


Agricultural production prospects of El Salvador for 
the crop year 1947-48 are highly optimistic. The corn 
crop is expected to reach 350,000 short tons, the largest 
in ten years; the rice crop may reach 30,000 shori tons; 
and the bean crop is estimated at 40,000 short tons. 
These three staples form the basic diet of the Salvadoran 
people. The large corn crop will alleviate the corn 
shortages existing earlier this year, when the Govern- 
ment purchased large quantities of corn from Nicaragua 
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to supplement the domestic supply and to prevent undue 
price increases. 

Coffee production is expected to set a new peak. Cof- 
fee exports, which constitute about 90 per cent of total 
Salvadoran exports, probably will exceed 900,000 bags. 
of 69 kilograms each. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., September 25, 
1948. 


The Colombian Budget 


On September 23, the Minister of Finance of Colombia 
presented to Congress the 1949 national budget, the 
largest in the country’s history. It provides for expen- 
ditures totaling 362.6 million pesos, compared with the 
budget of 325 million pesos for 1948. The details of 
the new budget are not known, but it is unofficially 
reported that, as in 1948, the largest single item of 
expenditure will be public works. 

Following the pattern of chronic deficits which has 
characterized Colombia’s public finances for a number 
of years, actual expenditures in 1948 are already far in 
excess of budgeted figures. As of September, they 
amounted to 410 million pesos, compared with 371.7 
million pesos for the calendar year 1947. 

Sources: Revista del Banco de la Republica, Bogota, 
Colombia, August 1948; Semana, Bogota, Co- 
lombia, October 2, 1948. 


Brazilian Budgetary Surplus 


The Brazilian General Accounting Office has announced 
a budgetary surplus at the end of September of 1,065.5 
million cruzeiros. The 1948 budget provided for ex- 
penditures of 14,596 million cruzeiros and revenues of 
14,597 million. If a surplus is shown for the whole 
year, it would be the second year in succession that 
Brazil has had a budgetary surplus. The surplus in 
1947 totaled 460 million cruzeiros or 3.3 per cent of 
revenues. A bill now before Congress providing for a 
substantial increase in government salaries might, how- 
ever, alter the situation in the last quarter of this year. 
Sources: Bank of Brazil, Annual Report 1947, Rio de 
Janeiro, Brazil; Brazilian Embassy, Boletim 
Radiotelegrafico do Ministerio das Relacoes 
Exteriores, Washington, D.C., October 28, 
1948. 


AFRICA 


South African Import Restrictions 


According to the Rand Daily Mail political corre- 
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spondent, import controls will probably be announced 
by the South African Government in a few days. These 
controls will be directed especially toward restricting 
imports from the dollar area. No special legislation 
is necessary to enact these controls, since the regulations 
under which wartime restrictions operated have been 
extended to the end of next year. 
Sources: The Times, London, England, October 20, 
1948; The Wall Street Journal, New York, 
N.Y., October 26 and November 2, 1948. 


South African Reserve Ratio 


The South African Reserve Bank Act of 1944 has 
been amended so that the minimum legal ratio of gold 
cover has been reduced from 30 to 25 per cent, while 
the Bank is also empowered for the purpose of calcu- 
lating this ratio to deduct from its liabilities an amount 
equal to the book value in Union currency of its assets 
held outside the Union. In the Bank return of October 
15, when the new ratio was first published, it was 41.1 
per cent, while the former ratio was 31.6 per cent. It 
is clear from these figures that only the actual sterling 
holding and not the sterling counterpart of the gold loan 
to the United Kingdom has been treated as a deduction. 
The gold holding on October 15 was £64 million. 
Source: The Economist, London, England, October 30, 

1948. 


IMF Appointments 


The Government of India has appointed Mr. B. K. 
Madan as Executive Director for India, and Mr. D. S. 
Savkar as Alternate Director. Mr. Eduardo Montealegre 
of Guatemala has been appointed Alternate Director to 
represent Colombia, Costa Rica, Cuba, Ecuador, El Sal- 
vador, Guatemala, Mexico, Panama, and Venezuela. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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